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MARKET REVIEW 

Major equity indices were notably higher in the second quarter, with the S&P 500 and Nasdaq Composite posting their best 

quarters since the second quarter of 2020. Positive factors included continued enthusiasm around AI infrastructure, 

exceptionally strong semiconductor and memory performance, resilient economic data, and a strong Q1 earnings season 

that saw broad profit growth across S&P 500 sectors. Technology was the clear standout, supported by robust compute 

demand, elevated capex, and strength across AI-linked areas such as semiconductors, data center construction, cooling, 

and power. Negative factors included a more hawkish Fed backdrop, higher short-term Treasury yields, lingering inflation 

concerns, depressed consumer sentiment, and concentration risk. Geopolitical risk in the Middle East remained a source 

of uncertainty, though easing oil prices and renewed tanker traffic through the Strait of Hormuz helped markets look past 

the conflict by quarter-end. Overall, this quarter was a strong risk-on quarter where AI optimism, earnings strength, and 

economic resilience outweighed rate, inflation, and geopolitical concerns, though stretched expectations and rising equity 

supply could create a more selective backdrop ahead.1 

QUALITY VALUE REVIEW 

The purpose of investing in quality is to provide downside protection during periods of market stress while still participating 

in market upside during periods of growth. Over the second quarter of 2026, equity market leadership was highly 

concentrated in higher-beta and AI-linked areas of the market, creating a more challenging backdrop for quality value 

strategies relative to both the benchmark and more traditional value peers. Recall, our value process is built on the view 

that normalized free cash flow yield, combined with quality and operating stability, is designed to offer better risk-adjusted 

returns through cycle. We believe our companies remain very well positioned for the long term despite near-term trading 

volatility given high returns on capital which will allow them to invest through any near-term weakness and be stronger on 

the other side.  

SECURITY REVIEW 

Stock selection within the Information Technology and Industrials sectors detracted from relative performance. 

◼ Microsoft Corporation: the stock detracted from relative performance as investor concerns around the scale, timing, 

and return on AI-related capital spending weighed on sentiment; while the company remains well positioned across 

cloud, enterprise software, and AI, the market became more focused on free cash flow pressure and the near-term 

cost of supporting future growth. 

◼ AECOM: the stock detracted from relative performance as investors focused on softer cash generation and 

execution risk despite solid backlog trends; sentiment was also pressured by concerns that infrastructure and design 

services growth may take longer to translate into stronger near-term earnings momentum. 

Stock selection within the Communication Services and Energy sectors contributed to relative performance.  

◼ Alphabet, Inc.: the stock contributed to relative performance as resilient advertising, continued momentum in Google 

Cloud, and investor enthusiasm around artificial intelligence initiatives supported revenue growth; sentiment was 

further boosted by the company’s durable competitive position, expense discipline, and long-term monetization 

opportunities across AI-enabled products. 

◼ Williams Companies, Inc.: the stock contributed to relative performance as steady natural gas demand, pipeline 

growth opportunities, and continued investor interest in power infrastructure supported performance 

For informational purposes only, the specific investments shown represent only the top contributors and detractors for the relevant performance time 

period. The selection criteria used to determine the top contributors and detractors remains the same across performance measurement periods. Any 

references to specific companies do not constitute recommendations. Past performance does not guarantee future results. 

MANAGED ACCOUNTS – LARGE CAP VALUE 
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MARKET OUTLOOK 

While equity markets entered 2026 with momentum, the first half served as a reminder that the path of returns can shift 

quickly as investors reassess growth, inflation, policy, and geopolitical risks. The first quarter was defined by a modest 

repricing of risk, as geopolitical tensions, higher long-term rates, and uncertainty around the durability of market leadership 

weighed on sentiment and pushed the S&P 500 lower. By contrast, the second quarter saw a sharp rebound in risk appetite, 

with equities posting broad gains as strong corporate earnings, resilient economic data, and renewed enthusiasm around 

AI infrastructure helped offset concerns around inflation, interest rates, and the Middle East. Despite the volatility 

surrounding the past two quarters, the broader market backdrop remains reasonably constructive, though less 

straightforward than it appeared earlier in the year. Inflation remains above the Fed’s 2% target, credit spreads have 

widened only modestly and remain relatively contained, and the 10-year Treasury yield, while elevated, continues to trade 

within a range that suggests orderly rather than disruptive financial conditions. At the same time, the Federal Reserve has 

become more cautious as resilient economic data and persistent inflation pressures have reduced confidence in near-term 

policy easing. As a result, the market backdrop still appears supportive, but the path forward may depend more heavily on 

earnings durability, inflation progress, and whether rates remain contained. 

Following a value-driven market regime spanning over 30 years, and a subsequent 12+ year period favoring growth, we 

believe the current environment provides a favorable backdrop for quality-focused investing, which is integral to our value 

investment process. As we look ahead, many areas of the U.S. economy are seeing differentiated growth relative to the 

broader market, and we are continuing to find quality companies across the market cap spectrum. We continue to focus on 

these companies, as we believe their expanding markets, combined with market-share gains, pricing power, and efficiency-

driven margin expansion, support above average revenue and earnings growth relative to peers and the broader market. In 

our view, quality businesses that have relatively favorable shareholder yields, a high degree of earnings predictability, high 

returns, and strong cash flow generation have the agility to help them adapt to today’s increasingly uncertain environment, 

invest more strategically in their businesses, and seek out attractive M&A opportunities to enhance their existing businesses. 

We are also optimistic that smaller capitalized stocks can begin to outperform as earnings growth accelerates after a long 

period of underperformance to large caps. 

We continue to see opportunities across several long-term themes including U.S. infrastructure spending, offshore energy 

development, and companies that enable the widespread adoption of artificial intelligence (AI).  

• Companies that could benefit from U.S. infrastructure spending include engineering & construction firms, industrial 

companies, building materials and building products companies.  

• Offshore energy development offers growth prospects for major oil companies engaged in offshore exploration & 

development, and offshore service providers.  

• Generative AI is a widely discussed and debated theme in the markets today. The potential for AI to benefit various 

industries is extensive. While the most evident advantages may be seen in businesses directly involved with AI, 

there are also significant opportunities in sectors that indirectly support and scale the technology, such as chip 

manufacturers to utilities companies and their vendors that are racing to build the incremental capacity to support 

this revolution. 
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PERFORMANCE 

 YTD 1 Year 3 Years 5 Years 10 Years 

Large Cap Value Strategy (Gross) 5.97% 19.09% 17.96% 12.06% 11.92% 

Large Cap Value Strategy (w/ Max SMA Fee) 4.42% 15.62% 14.52% 8.80% 8.65% 

Russell 1000 Value 16.26% 27.12% 17.79% 11.17% 11.52% 

Russell 1000 Value (w/ Max SMA Fee) 14.52% 23.38% 14.34% 7.92% 8.27% 

Past performance is not a reliable indicator or guarantee of future results. Composite net of fees performance reflects the deduction of a maximum 

SMA program fee of 3.00%, which includes Lord Abbett’s advisory fee, and reflects the deduction of any applicable transaction costs. The maximum SMA 

program fee is based on Lord Abbett’s knowledge of the fees currently charged by SMA program sponsors. The gross of fee performance does not reflect 

the deduction of the maximum SMA program fee, but it does reflect the deduction of any applicable transaction costs.  

1Factset as of 6/30/2026. 

A Note about Risk: The value of investments in equity securities will fluctuate in response to general economic conditions and to changes in the prospects 

of particular companies, including market, liquidity, currency, and political risks. Mid cap company stocks tend to be more volatile and may be less liquid 

than large cap company stocks. Mid cap companies typically experience a higher risk of failure than large cap companies. However, larger companies 

may be unable to respond quickly to certain market developments and may have slower rates of growth as compared to smaller successful companies. A 

company's dividend payments may vary over time, and there is no guarantee that a company will pay a dividend at all. These factors can adversely affect 

performance.  

The Strategy’s portfolio is actively managed and is subject to change. The views and information discussed in this commentary are as of June 30, 2026, 

are subject to change, and may not reflect the views of the firm as a whole. The views expressed in market commentaries are at a specific point in time, 

are opinions only, and should not be relied upon as a forecast, research, or investment advice regarding a particular investment or the markets in general.  

The information provided is not directed at any investor or category of investors and is provided solely as general information about Lord Abbett’s products 

and services and to otherwise provide general investment education.  None of the information provided should be regarded as a suggestion to engage in 

or refrain from any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide impartial investment advice, act 

as an impartial adviser, or give advice in a fiduciary capacity. If you are an individual retirement investor, contact your financial advisor or other fiduciary 

about whether any given investment idea, strategy, product, or service may be appropriate for your circumstances. 

NOT FDIC INSURED-NO BANK GUARANTEE-MAY LOSE VALUE 

The GIPS® compliant performance results shown below represent the investment performance record for Lord, Abbett & Co. LLCʼs Managed Accounts 

Large Cap Value Equity Composite (the “Composite”), which includes all unconstrained, fully discretionary, individually managed large-cap value equity 

accounts managed in a separately managed account program. New accounts are included in the Composite as of the second full month they are under 

management. Prior to 1997, new accounts are included in the Composite as of the first full calendar quarter they were under management. Closed accounts 

are removed from the Composite after the last full month in which they were managed in accordance with the applicable objectives, guidelines and 

restrictions. Performance results are expressed in U.S. dollars and reflect reinvestment of any dividends and distributions. Cash flows are adjusted for on 

a time-weighted basis and an account is revalued in the event a cash flow equals or exceeds 10%. The Composite was created in 1999 and incepted in 

1985. A list of all composite and pooled fund investment strategies offered by the firm, with a description of each strategy, is available upon request. 

Policies for valuing Investments, calculating performance, and preparing GIPS Reports are available upon request. 

For GIPS® purposes, the firm is defined as Lord, Abbett & Co. LLC (“Lord Abbett”). Total Firm Assets are the aggregate fair value of all discretionary and 

non-discretionary assets for which the Firm has investment management responsibility. Accordingly, Total Firm Assets include, but are not limited to, 

mutual funds (all classes of shares), privately placed investment funds, non-U.S. domiciled investment funds, separate/institutional portfolios, individual 

portfolios and separately managed accounts (“Wrap Fee/SMA Portfolios”) managed by Lord Abbett. Total Firm Assets also include any collateralized, 

structured investment vehicle, such as a collateralized debt obligation or collateralized loan obligation, for which Lord Abbett has been appointed as the 

collateral manager. For the period prior to January 1, 2000, the definition of the Firm does not include any hedge fund or SMA program accounts where 
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Lord, Abbett & Co. LLC did not have the records so long as it is impossible for Lord, Abbett & Co. LLC to have the records (within the meaning of relevant 

GIPS® standards interpretations). Total Firm Assets also exclude separately managed program accounts that involve model delivery. 

 

Dispersion is represented by the asset-weighted standard deviation-a measure that explains deviations of gross portfolio rates of return from the asset-

weighted Composite return. The asset-weighted standard deviation calculation (1) includes only portfolios that have been managed within the Composite 

style for a full year and (2) is not meaningful for periods in which five or fewer accounts comprised the Composite. 

The performance of the Composite is shown net and gross of the maximum separately managed account program fee. The net performance results 

illustrate the effect of the deduction of the maximum separately managed account program fee (3%) on investment returns. All gross performance shown 

is presented on a supplemental basis and reflects the deduction of transaction costs. The program fee is paid to the program sponsor and includes the 

advisory fee Lord Abbett receives and trade execution expenses. The effect of fees and expenses on performance will vary with the relative size of the 

fee and account performance. For example, if $100,000 were invested and experienced a 10% compounded annual return for 10 years, its ending 

dollar value, without giving effect to the deduction of the program fee, would be $259,374. If a program fee of 3% of average net assets per year 

for the 10-year period were deducted, the annual total return would be 6.78% and the ending dollar value would be $196,715. Please refer to Lord 

Abbettʼs Form ADV Part 2A Brochure for additional information on Lord Abbettʼs advisory fees which generally range from annual rates of 0.34% to 0.60% 

of assets under management for managed equity accounts. Certain securities held in portfolios contained in this composite may have valuations 

determined using both subjective observable and subjective unobservable inputs. The Firm’s valuation hierarchy does not materially differ from the 

hierarchy in the GIPS Valuation Principles. 

The Russell 1000® Value Index measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth 

values. Indices are not available for direct investment. The S&P 500® Index is widely regarded as the standard for measuring large cap U.S. stock market 

performance and includes a representative sample of leading companies in leading industries. The NASDAQ Composite is a stock market index that 

includes almost all stocks listed on the Nasdaq stock exchange. 

Lord Abbett claims compliance with the Global investment Performance Standards (GIPS®) and has prepared and presented this report in compliance 

with the GIPS standards. Lord Abbett has been independently verified for the periods 1993-2024. A firm that claims compliance with the GIPS standards 

must establish policies and procedures for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on 

whether the firmʼs policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of 

performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. The verification reports are 

available upon request. 

Past performance is not a reliable indicator or a guarantee of future results. Differences in account size, timing of transactions, and market conditions 

prevailing at the time of investment may lead to different results among accounts. Differences in the methodology used to calculate performance also 

might lead to different performance results than those shown. Composite performance is compared to that of an unmanaged index, which does not incur 

management fees, transaction costs, or other expenses associated with a managed account. GIPS is a registered trademark of CFA Institute. CFA Institute 

does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 

Copyright © 2026 by Lord Abbett Distributor LLC. All rights reserved. 

Calendar Year Ended 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

# of Portfolios 274 228 213 226 257 279 325 422 464 536

Total Assets ($M) $168 $106 $96 $92 $117 $102 $110 $129 $162 $186 

Percentage of Firm Assets 0.07% 0.05% 0.05% 0.05% 0.05% 0.05% 0.05% 0.08% 0.10% 0.14%

Total Firm Assets ($M) $245,281 $216,055 $194,188 $192,949 $254,075 $222,535 $204,031 $161,055 $156,110 $134,565 

Dispersion 0.18 0.18 0.03 0.05 0.08 0.33 0.14 0.14 0.18 0.28

LA MA Large Cap Value Equity Composite Performance Gross (Annual) 18.06% 21.20% 13.97% -8.43% 30.04% 2.64% 23.55% -7.64% 14.24% 17.07%

LA MA Large Cap Value Equity Composite Performance Gross (3 year 

Annualized Return)
17.69% 8.14% 10.72% 6.91% 18.13% 5.41% 9.24% 7.30% 9.74% 8.93%

LA MA Large Cap Value Equity Composite Performance Gross (3 year 

Annualized Ex-Post Standard Deviation)
12.49% 16.63% 16.41% 21.31% 19.07% 19.91% 12.18% 11.14% 10.27% 10.95%

LA MA Large Cap Value Equity Composite Performance Net (Annual) 14.62% 17.67% 10.65% -11.10% 26.26% -0.40% 19.95% -10.39% 10.90% 13.66%

LA MA Large Cap Value Equity Composite Performance Net (3 year 

Annualized Return)
14.26% 4.99% 7.49% 3.78% 14.67% 2.30% 6.03% 4.14% 6.54% 5.76%

Russell 1000® Value  Index (Annual) 15.91% 14.37% 11.46% -7.54% 25.16% 2.80% 26.54% -8.27% 13.66% 17.34%

Russell 1000® Value Index (3 year Annualized Return) 13.90% 5.63% 8.86% 5.96% 17.64% 6.07% 9.68% 6.95% 8.65% 8.59%

Russell 1000® Value Index (3 year Annualized Ex-Post Standard Deviation) 12.59% 16.89% 16.74% 21.55% 19.32% 19.90% 12.02% 10.98% 10.35% 10.93%


